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Employer 'Identi fi cati on Number: 
*********4 

Person to Contact: 
************** 

Telephone Number: 
***********7 

Dear Sir or Madam: 

We hove considered your application for recognition of exemption irom 
Federal income tax under t h e  provisions of rreccio..~ 501(c)(6) of she 
Inter21al Revenue Code of 1986 and f ts applicable Income Tax 
Regulations. Rased on the available information, we have determined 
that you do not qualify for the reasons set forth on Enclosure I. 

C c n s i d c r z c ; ~ ~ ~  was given to whether you qualify for exemption under 
other .subsections of section 501 ( c )  of the Codo and we have concluded 
that you do riot. 

As your organization has not established exemption from Federal. income 
r n x .  it will be r?eccssnry for you to file an annual income tax retun1 
on Form 1120.  

If  yo^! are in agreement our lroposed denial, please sign and 
return one copy of the ez~closed F ~ r m  6018, Consent to Proposed Adverse 
Action. 

Yoc h- .v . . r  :.'it ~.;&;IL co protest this proposed determination if you 
believe that it is incorrect. To protest, you should submit a written 
appeal giving the facts, law and other information to support your 
position as explained in the snclosed Publidation 892, "Exempt 
Organizations Appeal Procedures for Unagreed Issues". The appeal must 
be submitted within 30 days from the date of this letter and must 
be signed by one of your principal officers. You may request a 
hearing with a nlarnber of the office of the Regional Dirt-tor of Appeals 
when you file your appeal. If a hearing is requested, you will be 
contacted to arrange a date for it. The hearing mAy be held at the 
Regional Office, or, if you request, at any mutually convenient 
District Office. If you are to be represented by someone who is not 
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********* **** ********  ********** * *  .  
EIN: ********** 

o n e  of your p r inc ipa l  o f f i c e r s ,  he o r  she m u s t  f i l e  a  proper power of 
nctorney at7d ocht-?rwis~ qua l i fy  under our Conference and P rac t i ce  
Requirements a s  s e t  f o r t h  i n  Section 601.502 of the Stacernent of 
: ' i-~.;edli~.n I Rules. See Tr-easclry Department C i r cu la r  No. 230. 

1;' w e  do not: hear from yo~l  wichir: the time spec i f i ed ,  r h i s  w i l l  becon~e 
our f i n a l  determinat ion.  

S iacere ly  yours,  



Enclosure I 
Zeasons for  proposed denial o f  exempt status 

********* **** ********* ********** ***  
E I N :  ********** 

********** ******** ***  **** *pplication shows that  the ********* 
**** ********* ********** ***  (hereaf ter  the "Association") was 
incorporated ********  *  ****. Your Art ic les  o f  Incorporation s t a t e  
that  your purposes are: 

1'0 carry out such advertising and promotional programs as 
s t ~ a l l  be deemed for  the general welfare o f  the * *  ******* **** 
******** ***** ; 

To fos ter  good public re la t ions  among the Association and i t s  
members at~d the communities and organizations i n  the area; 

To fos ter  a continuous publici ty  program for  the promotion o f  
the ********* **** ******** *****  and the  business o f  i t s  
t e n m t s ,  and t o  a t t ract  shoppers t o  the Center; 

To ma!ie and enforce such rules  as are corlsistent with the 
respons ib i l i t i e s  o f  the members t o  the AssocLation and t o  
each other .  

Your Sylaws s ta te  that your two membership classes are Active and 
Associate. Only an individual ,  partnership or corporation who or which 
shall be the proprietor o f  a business or profession carried on i n  the 
rnnll or the owner o f  real property therein shall be an Active member. 
Active merr~bers shall consist of: ( 1 )  Tenant members, being tenants or 
representatives o f  tenants o f  the mall; or ( 2 )  Landlord members, being 
the representative or representatives o f  the landlord o f  the mall .  Any 
i i ~ d i ~ i d i l a ? ,  partnership or corporation makitkg application t o  be all 

Associate member, and who or which i n  the opinion o f  a majority o f  the 
Board o f  Directors shall have a legit imate in teres t  i n  the purpose and 
objects  o f  tile Association as se t  for th  i n  the Ar t i c les  o f  
incorporation and shall be o themise  worthy o f  membership, shall  be 
elected an Associate member i f  such application shall  be approved by a 
majority o f  the Board o f  Directors. Only Active members shall  be 
en t i t l ed  t o  vote rnd each Active member shall  have one vote for  each 
$*****  o f  annual dues paid or chargeable such Active member (or 
f ract ion thereo f ,  i f ,  l e s s  than $***** ) .  On your application for  
exemption you indicated that  membership i s  voluntary. 

You have the power t o  assess your members f o r  the cost  o f  your 
a c t i v i t i e s ,  including reasonable overhead charges. Each cenant member 
sllall be assessed dues i n  the amount se t  for th  i n  the individual leases 
entered i n t o  between the landlord and each tenant subject t o  annual 
upward ai nents approved by a two-thirds majority o f  the outstanding 
vote o f  t.ie members o f  the Association, increasing said dues t o  the 
extent  required by increases i n  the cost o f ,  promotional, public 
re la t ions  and advertising services.  
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Enclosure I con ' t  

********* **** ********* ********** ***  
E I N :  *********   

On your appl ica t ion  f o r  exemption you s ta ted  tha t  even though your 
organizat ion was incorporated i n  ****, there has been l i t t l e  or  no 
a c t i v i t y  u n t i l  ******* ****. You s ta ted  your organizat ion was 
organized t o  promote the  common business i n t e r e s t  o f  your members, t o  
f o s t e r  good public re la t ions  between your Associat ion,  your members and 
the cormunity,  and t o  enhance the  shoppers' s tay  a t  the  ma l l .  You 
s ta ted  promccionsl events  and a c t i v i t i e s  have beec held and these  have 
fos tered  your re la t ionship  with the  community, enhanced the  shoppers' 
v i s i t  t o  the mal l ,  ar d improved business conditLons o f  the  mall i n  
general .  Yo11 scclted these a c t i v i t i e s  provide no d i r e c t  serv ice  o r  
b e n e f i t  t o  nll,y individual  members. S t y l e  shows, a r t s  and c r a f t s  shows, 
baseball card shows, stock car shows and Santa Claus are some o f  the  
promotional u c t i v i t i e s  held i n  the  past .  Several c h i l d r e n ' s  r i d e s  and 
vending machines are in place i n  the  mal.1 and are intended t o  enhance 
the shoppers' s tay  a t  t h e  mall and a l so  serve as a fund-ra is ing  
a c t i v i t y .  Yo11 s ta ted  chat the only  advert is ing you do t o  promote the  
mall i s  on r a d i o  and i n  the newspaper. 

Each s to re  manager i n  the mall i s  a  member o f  your or-ganization. There 
are **  tenants  i n  the mall .  You have **  associate  members and ***   
a c t i v e  members. 

Your Bylaws s t a t e  tha t  your income shal l  be used f o r  general 
adverri sing and pronlotionnl purposes. None o f  the  f.ncomo shal l  be 
spent In adver t i s ing ,  i n  any form, any parc ic t~ lar  t e n a n t ' s  bus ines s ,  
met-t:l:andise, o r  s e r v i c e ,  or  f o r  advert is ing o r  promotions carried on 
rnside the s to re  bui lding o f  ally t enan t ,  or  f o r  d isp lays  placed i n  
s:ore vij~dows . 

You rece ive  income from the rental  o f  space fo r  promotional even t s .  
Every January, you send out  a mailer t o  c r a f t e r s  w i th in  a  100 mi le  
t-adius i n v i t i n g  them t o  rent space fo r  promotional events  vou w i l l  hcive 
a t  the mall during th.e year. An organization nanted ***** **** owns the  
~ h i l d r e n ' s  r i d e s  placed i n  the mall .  ***** ***   pays you *** percent o f  
the  funds co l lec ted  from the r ides  f o r  keeping up the  maintenance on 
these  r i d e s ,  co l l ec t ing  the money, and allowing ***** ***   t o  place the  
r i d e s  i n  the  ma1 1 .  You a l so  recei  ve membership dues from the  merchants 
and commissions on vending tnachines placed i n  the  mal l .  You s ta ted  
tha t  general ly  no funds w i l l  be C;Ŷ X: f3i- purposes o ther  than 
adver t i s ing  and promotion, suppl ies  and the cos t  o f  operating vending 
machines and ch i ld ren ' s  r i d e s .  Your f i nanc fa l  s tatements  i nd ica te  t ha t  
funds are spent primarily f o r  promotional g i f t s  and expenses and 
adver t i s ing .  

In a  l e t t e r  t o  you, we asked tha t  you explain why you be l i eve  your 
organizat ion q u a l i f i e s  f o r  exemption under sec t ion  501(c ) (6 )  o f  t he  
Code. You s ta ted  you be l ieve  yotjr organizat ion i s  very  similar t o  a  
chamber o f  commerce, except on a  much smaller sca.?e. You s ta ted  the  
Associat ion was establ ished fo r  t he  improvement o f  business  c o n d f t i o n s  



-3 - 
Enclosure I con' t  

********* **** ********  ********** ** . 
EIN: *********  

generally in  the ********* ***  , much the same as a chamber o f  commerce 
d ~ e s  for the area f t  covers. You stated promotion and advertising done 
by a ~i~ar i lbe i .  oi cul ruvrL .cu  uoes provide a service t o  thair  members t o  
a degree, but are done with the idea o f  improving business conditions 
generally. You stated that the association also operates i n  t h i  s way 
and that promotion and advertising are done i n  a general way and no 
spec i f i c  bene f i t s  or earnings lnure t o  any individual member. You 
s t , ~ t e d  the Assoc.iation promotes the common eccnomic in teres t s  i n  the 
mall.  

Section 5 0 1 ( a ) ( 6 )  o f  the Code provides for the exemption from Federal 
income tax o f  business leagues, chambers o f  commerce, and 5oards o f  
trade not organized for  profi  t and no part o f  the net  earnings o f  which 
inures t o  the bene f i t  o f  any private shareholder or individual.  

Sectiorl 1.501 ( c ) ( 6 ) - 1  o f  the Regulatiol~s s ta tes  that  a business league 
i s  an association o f  persons having some common buslness In teres t ,  the 
purpose o f  which i s  t o  promote such common business in teres t  and not t o  
engage i n  a regular business o f  a k i ~ d  ocdinarily carried on for  
p r o f i t .  I t  i s  an organization o f  the same general class as a chamber 
o f  commerce or board o f  trade. Thus, i t s  actirpities should be directed 
t o  the improvement o f  business conditions o f  one or more l i ne s  o f  
busir~ess as distirlguished from the performance o f  particular services 
for individual persons. 

Revenue Ruling 64-315, 1964-2 C.B. 147, describes an associati-)n o f  
rnerchunts whose businesses constituted a shopping center.  Tho 
purposes, as stated i n  the a r t i c l e s  o f  incorpnret'ion, were so fos tcr  
public re lat ions ,  advertising and publici ty  campaigns o f  a l l  k inds ,  t o  
perform chamber o f  commerce a c t i v i t i e s  and generally t o  promote the 
best in teres t s  o f  the merchants and c i t i zens  o f  the c o m n i t y .  I'h e 
a c t i v i t i e s  and expenditure o f  funds were exclusively for  advertising i n  
various newspapers nnd on te lev is ion and radio, and certain promotions 
designec t o  a t tract  shoppers t o  the shopping center.  This advertising 
contained the names o f  member merchants and the i r  merchandise. This 
revenue ruling s ta tes  for an organization t o  meet the rzqulrements for  
exemption a s  a chamber o f  commerce or business league within the 
meaning o f  section 501(c)(d) o f  the Code and Regu!ations, the  
advertising i n  which the organization engages must bene f i t  business i n  
the community general l ;~ ,  or an industry as a whole. Under the 
circumstances described, it was determined that  the advcrti sing the 
organization engaged i n ,  by which means the organizatior -Av~-"sed the 
merci7andise and the names o f  i t s  member merchants, was "e the 
primary purpose and a c t i v i t y  o f  the organization. I t  7 i  n ed 
that  such a c t i v i t y  constituted the performance o f  particular sc,vices 
for  members rather than an ac t i v i  t y  directed t o  the improvement of 
business conditions general .1~ as required !by the applicable 
re julat ions .  I t  was held that the organization did not qua l i f y  for  
exemption under section 501 ( c )  ( 6 )  o f  the Code. 
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********* ***  ********* ********** ***  
EIN: *********  

Revenue Ruling 73 -41 1 ,  1973 -2 G.B. 180, describes a membership 
associat ion composed o f  a l l  the business tenants  and the  corporate 
owner o f  a shopping center .  The physical f a c i l i t i e s  o f  t he  center 
are typ ical  o f  those found i n  many metropolitan areas and cons is t  
o f  a large complex o f  s t o r e ,  shcp, and other commercial space, a 
covered mall and walks, roadways, and parking areas,  a l l  o f  which 
were designed and developed t o  be owned and operated as a s i n g l e ,  
integrated real e s t a t e  enterpr ise .  The organizat fon served i n  port 
as a means o f  communication and exchange o f  v i  ews between the  owner 
and the tenants o.f the center re.specting matters re la t ing  t o  t h e i r  
tenant-owner re la t ionship ,  and i n  part as  a cooperative or governing 
body for  d e v e l o p i ~ ~ g  and enforcing ru les  respecting the  maintenance 
and po2icing o f  the shopping areas, walkways and parking areas,  hours 
of business ,  and similar matters o f  common concern t o  the tenants 
and the  owner. The orgnni.?at:on A I . ~ ,  nrrnnged and condcctcd various 
seasonal and other promotional a f f a i r s  tha t  were designed t o  stinnrlate 
t.he overal l  vc lufne o f  trade i n  the  center .  

Revenfle Ruling 73-411 s t a t e s ,  i n  par t , :  

I t  has been e s t ~ b l i s h e d  as a matter o f  s tat t i toiy  i.rittsiruction 
thnr: i n  emp.loying popular names i n  describing many o f  the  
orpar~iznt ior~s exempted under Subchapter F o f  the  Code, such 
as "business leagues" and "chambers o f  commerce," and o thers ,  
Congress i s  presumed t o  have had reference t o  organizations 
ns they ac tual ly  e x i s t  and are commonly known. This  mems 
the r where the requ i s i t e  character1 s t i c s  o f  the organizations 
exempted by s t~ch terms are not otherwise f ixed by  regular!ons 
or s t a t u t e ,  the Service i s  required t o  look t o  chr 
c h a r ~ c t e r i s t i c s  o f  such orga-~izat ions  as they have commonly 
come to  he  known i n  a c t u a l i t y .  I t  means a lso  that  successful  
applicants  for  exemption must be shown t o  possess a t  l e a s t  
the essent ia l  character is t ics  o f  the  c lass  o f  01-ganizations 
commoniy known by such names. 

In  the case o f  a chamber of connnerce or  s imilar organizat ion,  
the common business in t e res t  i s  usuhlly  the  general, economic 
wel fare  of a community. Membership i s  voluntary and open 
generally t o  a l l  business and professional men i n  the  
communitv. I t  has been accepted that  a n  organization seeking 
exemption from Federal income tax under sect ion 5Ol (c ) (6 )  o f  
the Code as a chamber o f  connnerce or  board o f  trade must be 
one whose e f f o l - t s  arc directed a t  promoting the  c o m n  
economic i n t e r e s t s  o f  ~l 1 the cormnercial en terpr ises  i n  a 
given trade co~mntlni t y  . Trade aasociatlons or busi ness 
leagues are s imilar t o  chambers o f  connnerce o r  boards o f  
t rade ,  except tha t  they serve only the  common business 
i n t e r e s t s  o f  t he  members o f  a s ingle  l i n e  o f  business or o f  
the members o f  c lose ly  related l i n e s  o f  buslness wi th in  a 
s ing l  e induc t r y .  
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********* **** ********* ********** **  .  
EIN: *********  

Since the organization i n  t h i s  case i s  not structured along 
particular industry or husiness l i n e s  but i s  composed o f  
various types o f  business concerns and commercial endeavors 
comprising the shopping center i n  question, f t s  r igh t  t o  
exemption, i f  any, must r e s t  on i t s  characterization as 
n chamber o f  commert:e or board o f  trade or s imilar 
organization. I t  i s  apparent a t  the o u t s e t ,  however, that  
nei  ther the compulsory membership feature o f  the present 
orgtinizatior~ nor the fac t  that  i t s  membershfp i s  decerained 
wj.thout reference t o  any geographical or poli  t i c a l  
community i n  the usual sense i s  character is t ic  o f  such 
organizations. The organization also lacks the essent ia l  
element o f  public representotion with respect t o  i t s  
membership and the "community" i t  purportedly servos which 
i s  c h ~ r a c t e r i s t i c  o f  organizations commonly accepted as 
being chambers o f  commerce or  similar organizations. 

The public nature o f  the connmrni ti es t yp ica l l y  represented by 
such organizations i s  r e f l e c t e d ,  for  example, i n  acceptance 
by the courts o f  standard dict ionary and  legal d e f i n i t i o n s  
that  r e f e r  t o  such communities as comprising "a  c i t y"  or "a  
l o c a l i t y ,  a country, or the l i ke . "  The community represented 
by the membership o f  the present organizatfon i s  a c losed,  
nonpubl i c  aggreg~t ion  o f  colrmercisl snterprf  scz i none 
o f  the common characterist ics  of a commmity i n  the usual 
geograpi~icai or pol i tf cal sense. 

Revant~e Ruling 5 9 - 3 9 1 ,  1359-2 C . B .  1 5 9 ,  holds that  an 
organization whose membership is so res t r i c t ed  that  each 
member represents a d i f f e r e n t  trade,  business,  occupation, 
or  profession does not qua l i f y  for  exemption under 
sect ion 501(c)(6)  o f  the Code. This  revenue rul ing  s t resses  
that  the members o f  such an organfza~-I-n have no common 
business i ttter'es t other than a mutual desire t o  increase 
t h e i r  individual sales and that the a c t i v i t i e s  o f  such an 
organization ere not directed t o  the improvement o f  busfness 
conditions o f  one or more l i n e s  o f  businsss. 

Many o f  the broad-based publ ic i ty  and promotional a c t i v i t i e s  
carried on by the organization are designed t o  s t imulate the 
general volume o f  husiness carried on vi th in  the center .  I t  
i s  none the1 .e~~  evident that  even these a c t i v i t i e s  f a l l  short 
o f  support.tng any sect ion 501(c)(6)  qua l i f i ca t ion  for  the  
organizatior~ because the common business i n t e r e s t s  thereby 
being served are not the busfness i n t e r e s t s  o f  members o f  
the kind o f  public business community contemplated by the  
s t a t u t e .  
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E I N :  ********** 

On the basis  o f  the foregoing, the organization docs not 
possess the essent ia l  character is t ics  o f  a chamber o f  
commerce e i ther  as  they were known a t  the time o f  enactment 
o f  the exemption accorded under sect ion 5Ol(c)6)  o f  the Code 
or as they have come t o  be known today. I t ,  accordingly, 
does not meet the t e s t  o f  tho s ta tu te  and, there fore ,  doe8 
not qua l i f y  for  exemption as a chamber o f  commerce or  s imilar 
o r g a n i z ~ t i  on under the exemption provisions o f  sec eion 
501 (c) ( 6 ) .  

Revenue Ruling 73 -411 also c l a r i f i e d  Revenue Ruling 64-315 which holds 
thaC an associat ion o f  merchants whose businesses const i tuted 2 

"shopping center" fa i led  t o  qua l i f y  for  exeyption under sect ion 
5 0 1 ( c ) ( 6 )  o f  the Code where i t s  a c t i v i t i e s  consisted principally  o f  
advert is ing the individual businesses o f  its members. That ru l ing  was 
praimaril.y addressed t~7 t h e  question o f  the e f f e c t  o f  such advert is ing 
on the qua1 i f  i c s t i o n  o f  t l ~ e  ol.ganizatf on f o r  exemption under s e c t i  on 
i 0 1 ( ~ ) ( 6 )  o f  the Code. Revenue Ruling 73-411 s t a t e s  that  i n  no event 
shorlld Revenue Ruling 64-315 be construed as implying that  a merchant's 
nssoc.iation whose mernbership i s  res tr ic ted  t o  the tenants o f  a 
one-owner shopping center and +:lei r common le s sor ,  and whose a c t i  v f  t l  es 
are directed sole ly  t o  promoting the general in te res t s  o f  i t s  members, 
iiroy be exelnpc cl~:dur scct 'on  501 ( c )  ( 6 ) .  

The Associstinn ic rnmposed o f  merchants i n  a ma14 and your a c t l v i t e s  
include promc,tionnl a c t i v i t i e s  and advert is ing t o  1 publicize the mall 
and a t t r a c t  shoppers t o  the mall.  On the basis  o f  a l l  the evidence 
pl.e?s:e~~l.ecl, we are o f  the opinion that  the members o f  the Association 
have no common business in teres t  other than a mutual des ire  t o  increase 
their individual sales and that  the a c t i v i t i e s  o f  the Association are 
nnc directed i:o the improvement o f  business conditions o f  one or more 
l ines  o f  business. 

Your publ ic i ty  and promotional a c t i v i t i e s  are designed t o  s t imulate 
the general volume of business carried on wi th in  the mall.  As held i n  
Revenue Ruling 59-391, these a c t i v i t i e s  f a l l  short o f  supporting any 
sect ion 501(c ) (6 )  qual i f icat ion  f o r  the Association because the common 
business i n t e r e s t s  being served are not  the business i n t e r e s t s  o f  
members o f  the klnd o f  public business communf.ty contemplated by the 
s t a t u t e .  

Membership i n  the Association i s  determined without reference t o  any 
geogrsphical or  pol i t ical  community i the uscal sense as i s  
character is t ic  o f  a chamber o f  commerce. Pursuast t o  Revenue Ruling 
73 -41 1 ,  the Birchwood Mall Shopping Center i s  no< a cormnunf t y  because 
i t  has none o f  the common char&cter is t ics  o f  a co&lnity i n  the  usual 
geographical or pol i t ical  sense ( e .  comprisflng " a  c i t y "  or " a  
l o c a l i t y ,  a country, or the . l ike1') .  
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You are conducting activities for the mutual and exclusive benefit of 
your members. These types of activities constitute the performance of 
particular services for your members which is prohibited under section 
5 0 1 ( c ) ( 6 )  of the Code. The Association does not possess the essentiaJ. 
characteristics of a chamber of comnerce either as they were known at 
the time of trnactment of the exemption accorded under section 501 (c) (6) 
of the Code or as they have come to be known today, Accordingly, you 
do not meet the test of the statrtte and, therefore, you do not qualify 
for exemption as a chamber of commerce or similat organization under 
the exemptior~ provisions of section 501 (c) (6) of the Code. 


